Public Sector Payrolls by David T. Ellwood & David A. Wise
This PDF is a selection from an out-of-print volume from the National Bureau
of Economic Research
Volume Title: Public Sector Payrolls
Volume Author/Editor: David A. Wise, ed.




Chapter Title: Military Hiring and Youth Employment
Chapter Author: David T. Ellwood, David A. Wise
Chapter URL: http://www.nber.org/chapters/c7150
Chapter pages in book: (p. 79 - 96)4  Military Hiring and Youth 
Employment 
David T. Ellwood and David A. Wise 
One of  the most dramatic changes in the 1970s was a substantial re- 
duction in the size and composition of the military. While these changes 
have been widely noted in popular discussion, they have received sur- 
prisingly little attention in the youth employment literature. The silence 
may, in part, reflect uncertainty about how to treat the military. Most 
authors are interested primarily in assessing the performance of the 
civilian labor market, and data are almost always collected only for 
those in the civilian population. 
The military is a major employer of men between the ages of eighteen 
and twenty-four. Obviously the need for military personnel serves as 
an additional labor demand for young men. At the same time, military 
employment is often regarded as very different from civilian employ- 
ment. The working conditions, the skills, the commitment, and the 
risks may indeed differ enormously between the sectors, and the work- 
ing conditions within the military obviously vary depending on whether 
the country is fighting a war. Moreover, the nature of  the selection 
process changes from year to year. In draft years, the proportion of 
the eligible population inducted and the rules for deferral or avoidance 
are quite variable. With the volunteer army, rigid pay rules and working 
conditions may deter many of the most able or educated young men, 
while the military may reject those with comparatively low skills. The 
vast complexity of the issue, coupled with poor data, probably has led 
most authors to ignore it entirely. 
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Yet changes in the military over the past several decades have been 
dramatic and may have had a substantial impact on the youth labor 
market.  There has  been  a  sizable long-term  decline  in  the relative 
number of  young men in the military over the last three decades, in- 
terrupted only by the Vietnam War. The decline in military manpower 
in the  1970s effectively increased the civilian 18-to-24-year-old labor 
force at least as much as the baby boom did during this decade. Figure 
4.1 shows that in 1952 nearly one-third of all 18-to-24-year-old young 
men were serving in the military. By 1964 the proportion had fallen to 
15 percent. But by  1979, only 7 percent of the age groups are military 
personnel. The possible  impact of these declines can be gleaned by 
contrasting them to the baby boom rises of the 1970s. Between 1969 
and 1979, the total male population aged eighteen to twenty-four rose 
25 percent. However, the total male civilian population jumped by over 
50 percent. Thus, at least one-half of the rise could be traced directly 
to the decline in the role of  the military. By contrast, in the previous 
decade the total population had risen 50 percent but the civilian pop- 
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Fig. 4.1  Percentage of all men aged 18 to 24 in the military. 81  Military Hiring and Youth Employment 
ulation had grown by  slightly over 40 percent.  In fact, although the 
baby  boom  occurred  primarily  during the  1960s, the growth in  the 
civilian labor force of persons aged eighteen to twenty-four was actually 
greater in the 1970s. 
Between 1969 and 1978, the proportion of young whites in the military 
fell precipitously while the proportion of young blacks remained rel- 
atively  constant.  Figure 4.2 shows that  after the Vietnam  War,  the 
proportion of  young whites between eighteen and twenty-four doing 
military service fell sharply. After peaking at roughly 20 percent, the 
proportion fell to under 7 percent in 1978. At the military peak in the 
late 1960s, whites were actually proportionately more common than 
blacks, with only 16 percent of blacks and 20 percent of whites serving. 
But the falloff in  service for blacks was much smaller in the  1970s. 
Beginning in  1973, young blacks have been found in the military in 
disproportionate  numbers.  By  1978, blacks were  twice as likely as 
whites to have enlisted. 
During the  1970s the racial gap in employment rates of men aged 
sixteen to twenty-four grew by 14 percentage points. Yet it is unclear 
how to treat the military. One logical treatment would be to include 
military personnel as employed and calculate employment-to-population 
ratios for the entire population (civilian and military). Such a calculation 
leads to a 10 point growth in the black/white employment gap over the 
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ulation. Since whites were disproportionately serving in the military in 
1969, their employment rates are boosted more than those for blacks. 
Conversely, blacks were overrepresented  in  the later years so  their 
employment rates are pushed up more in  1979. The net effect is that 
the racial employment gap grows by 3 to 4 points, less if  serving in the 
military is treated as employment. 
Because our subsequent analysis must rely on youths aged 16 to 24, 
rather than 18 to 24, the trend in military-personnel-to-population ratio 
for men 16 to 24  over the years 1972 to 1982 is shown in Figure 4.3. 
This figure is based on the data used subsequently in this chapter. For 
comparison, civilian-employment-to-total-population ratios are shown 
in figure 4.4. The gap between whites and nonwhites in this ratio grew 
by 10 percentage points between 1972 and 1982. If those in the military 
are included, the gap in the total employment-to-population ratio grew 
by about 7 points. Thus it is clear that military employment can have 
a substantial impact on the employment statistics that guide our eval- 
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Fig. 4.4  Percentage of men aged 16 to 24 in civilian employment, by 
race, 1972-82. 
as equivalent  to civilian employment,  this is  largely an accounting 
problem. Yet  there is little empirical research on this point.  The re- 
duction in the size of the military, however, could well have a much 
more fundamental impact on the youth labor market. The military has 
in the past served as a mechanism by  which many youths make the 
transition from school to work. Possibly it was important in accustom- 
ing youths to the world of work; possibly it provided major vocational 
training that enhanced civilian labor force opportunities. 
This chapter discusses the relationship between military hiring and 
youth employment in the civilian sector.  If  military employment is 
increased, does youth employment in the civilian sector decline? Or if 
a youth is employed  by the military, is there no decline in civilian 
employment, thus indicating that an additional youth employed by the 84  David T. EllwoodDavid A. Wise 
military means a net  increase of  one in  the total number of  youths 
employed? Thus while we know that counting youths in the military 
as employed has a substantial effect on perceived trends in youth em- 
ployment, the question addressed here is a more behavioral one and 
requires statistical estimation. 
To  answer this question, we use cross-section time series data by 
state, covering the period 1972-82. The statistical model is a straight- 
forward variance components one. Before describing this model, we 
first present in section 4.1 a description of the data. Then we return in 
section 4.2 to some details of the statistical approach. Finally, in section 
4.3,  we  present  parameter  estimates.  Concluding  remarks  are  in 
section 4.4. 
4.1  The Data 
To analyze the relationship between military hiring and civilian em- 
ployment, we have assembled what we believe is a unique set of data. 
It comes in two parts: first we have obtained from unpublished  mi- 
crofiche files, maintained by the Bureau of Labor Statistics, information 
on youth employment by  state, race, age group (and sex). The data 
cover the years 1972-82.  For the earlier years, information is not com- 
plete for all states, but after  1973 we have complete information for 
each state. Even for earlier years, complete information is available 
for the largest fifteen states. These data provide information on youth 
labor force participation, youth-employment-to-population  ratios, and 
youth unemployment rates. It is important, of course, that we have the 
data by race. Joined with these data are comparable data for the adult 
labor force. The youth data are broken down by two age groups: 16 
to 19 and 20 to 24. 
From the Defense Manpower Data Center we have obtained data for 
the same years covering military personnel. The military data pertain 
to the stock of military manpower, that is, they tell us for each state 
in each year how many youths from that state are in the military at 
that time. The information is available for each age beginning with 17 
through 35. For example, we know how many eighteen-year-olds  in 
the military came from California. Of  course, we can aggregate these 
data to obtain, for example, the number of  California youths 16 to 24 
who are in the military in any particular year.' 
4.2  A Simple Statistical Model 
employment, we begin with the following identity: 
To develop a relationship between military employment and civilian 85  Military Hiring and Youth Employment 
where 
P = population, 
E = number employed in civilian jobs, 
N = number not employed, 
M = number in the military. 
We  can think of the relationships  in equation (1)  as pertaining to 
any age group, in particular the age group 16 to 24, and applying in 
any state and in any year. In practice, we would like to think of  each 
variable as indexed by state and year, but for convenience of  expo- 
sition we will repress the indexes in the exposition. For the moment, 
assume that M is determined exogenously, that is, that military hiring 
is determined by  military  need  and is unrelated  to other economic 
phenomena. 
To develop a behavioral relationship from the last identity in equation 
(l), we  assume for the moment  that while M/P may be determined 
exogenously, military hiring may affect the number of civilians who 
are without work, that is, military hiring may affect N/P Suppose that 
the relationship is as follows: 
NM 
-  = a-  + Xb + S  + T + e, 
PP 
where X  is a vector of variables and b is a vector of parameters, S is 
a state effect and T is a year effect, and a is a parameter that represents 
the effect of military employment on the number nonemployed in the 
civilian sector. Then the proportion of youth employed in the civilian 
sector can be described as 
(3) 
M  E 
P  P 
_-  - I -  S - TXb -  (1  +a)-  - e. 
The state effect  S should in principle be  indexed by i and the year 
effect T by t;  all other variables should be indexed by it, including the 
disturbance term e. 
The parameter of most interest is (1 + a). Notice that if  -(1  + a) 
= 0, then a  = -  1. This means that an additional person hired by 86  David T.  EllwoodDavid A. Wise 
the military leads to one less youth not  employed. If  -(1  +  a) = 
-  1, then a  = 0. This means that an additional person hired by the 
military has no effect  on nonemployment  or on employment in  the 
civilian sector. These two values, or any values between  -1  and 0, 
are plausible. 
To some extent a simultaneous relationship exists between MIP and 
E/P. It is reasonable to suppose that when employment in the civilian 
sector is low, youths are more likely to enlist in the military. Of course 
the variable that we  use  on the right-hand  side of  equation (3) is a 
stock and represents the cumulative effect of enlistments over several 
years, not just employment  in the year in  question. Nonetheless,  if 
enlistments are correlated over time, there is likely to be a negative 
relationship between the disturbance term e and military employment 
M, that is, civilian employment in  year  T is likely to be  negatively 
related to military employment in that year. This would mean that our 
estimate of a is biased downward so that we underestimate the effect 
of military employment on nonemployment in the civilian sector. 
To  correct for this possible simultaneity, we present two-stage least 
squares parameter  estimates, as well as ordinary least squares esti- 
mates. The instrument used in the two-stage least squares procedure 
is total military hiring in the previous year times the proportion of the 
total  that  came from  a given  state in  the previous  year.  While  in 
principle this lagged instrument may be uncorrelated with the current 
period disturbance term-as  in equation (3)-if  the disturbance terms 
are serially correlated then the instrument may also be correlated with 
the current period  disturbance.  Therefore,  we  have included  in  the 
two-stage least squares specification the lagged value of civilian em- 
ployment  to population.  The remaining disturbance  term  would  be 
uncorrelated with the lagged instrument. 
The variables X  in  our specification are the adult unemployment 
rate  and  the  ratio  of  the  youth  population  to the adult  population 
aged twenty-five to sixty-four. In most instances we have estimated 
equation  (3) using  state and  year  dichotomous  indicator  variables. 
This however, leads to a very inflated indication  of  the explanatory 
power  of  the  specification.  (Typical  R2 values  are  close  to  1.)  A 
more  reasonable  indication  of  the explanatory  power of  the model 
can be explained by asking what the effect of the continuous variables 
is  when  state and  year  variables are controlled for. To  do this we 
can  estimate  the  model  in  a  more  standard  analysis-of-variance 
framework. 
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In this formulation ($),,  indicates the average of EIP over all states 
in year f  and (F)i,  indicates the average of all values of EIP in state 
i, and the term (g)  represents the average of EIP over all years and 
states. If each of the variables x and MIP are defined in this way, then 
the state variables S  and the time variables Tare differenced out. This 
is the standard variance components way of obtaining estimates of the 
other parameters in the model corrected for unobserved state and year 
effects. There is, however, information in the estimated state and time 
effects, and we shall present them in some instances. 
Finally, the variance of the disturbance term in equation (3) is of the 
form KIP,.  Thus we have in most instances estimated the relationship 
in equation (3) weighted by the square root of Pi,. 
4.3  Parameter Estimates 
Estimates for youths aged 16 to 24  by race are presented first, fol- 
lowed  by  results for  16-to-19 and  20-to-24-year-olds separately and 
results based  only on data for the years  1976-82.  Finally, estimates 
are presented of the relationship between white youths in the military 
and civilian employment of nonwhites. 
4.3.1 
Parameter  estimates  for  youths  16  to  24  are  presented  in  table 
4.1. Separate estimates have been obtained for whites and nonwhites, 
Estimates for Whites and Nonwhites 16 to 24 
Table 4.1  Parameter Estimates for Youths 16-24,  by  Race and 
Estimation Method 
Whites  Nonwhites 
Variable  OLS  2SLS  OLS  2SLS 
-  ,290 
(.  279) 
,031 
(.071) 




-  .072  .195 
(34)  (.325) 
-  .036  (.  022) 
(.051)  (.061) 
-  .009 
(.003) 




Note: Estimates are weighted by qp,  where P is the population aged 16 to 24. 
*Predicted value for 2SLS estimates. 88  David T.  EllwoodDavid A. Wise 
and two-stage least squares as well as ordinary least squares estimates 
are  shown.  The estimate  of  primary  interest  is  the  coefficient  on 
M16-24/P16-24.  We  rely primarily on the two-stage least squares esti- 
mates. For whites this parameter is estimated to be -  .290. It indicates 
that when military employment is increased by  1, employment in the 
civilian sector declines by .29. The estimate is not significantly different 
from zero, however, and thus we cannot reject the hypothesis that an 
increase in military employment involves no loss in civilian employ- 
ment. The estimate for nonwhites is .I95 with a standard error of .325. 
Thus both estimates suggest that an additional youth employed by the 
military has essentially no effect on employment in the civilian sector. 
This means that one more youth employed by the military is essentially 
a net increase of 1 in the total number of youths employed. The estimates 
themselves, however, suggest some loss in civilian employment among 
white youths. The positive estimate for black youths would suggest that 
hiring by the military leads to more civilian employment as well. 
We  argued earlier that ordinary least squares estimates should ex- 
aggerate the decline in civilian employment associated with military 
hiring and that two-stage least squares estimates should if  anything 
show less decline in civilian employment. A comparison of the ordinary 
least squares estimates in table 4.1 with the two-stage least squares 
estimates demonstrates findings consistent with our a priori reasoning. 
For both whites and nonwhites the two-stage least squares estimates 
are greater than the ordinary least squares counterpart. The difference 
is particularly pronounced for white youths. In summary, we conclude 
that military hiring of a black youth represents a net addition of one 
to the total number of black youths employed, while military hiring of 
a white youth may be partially offset by fewer white youths employed 
in the civilian sector. 
The results also indicate essentially no relationship between the ratio 
of youth-to-adult populations and the proportion of youths employed. 
This result  seems inconsistent with a substantial effect of  the baby 
boom on youth employment in the 1970s. It is more consistent with 
the hypothesis that over time, larger numbers of youths are assimilated 
into the work force without a substantial effect on the employment 
ratio. The result is also consistent with the observation that during the 
summer months the proportion of youths employed increases dramat- 
ically, suggesting that aggregate production technology can adjust to 
very substantial shifts in the proportion of youths employed, even in 
the very short run. 
We  find a noticeable relationship between the adult unemployment 
rate and youth employment in the civilian sector, although the rela- 
tionship seems weaker for nonwhite than for white youths. The estimate 
of -  .010 for white youths implies that a one percentage point increase 89  Military Hiring and Youth Employment 
in the adult unemployment  rate is associated with a one percentage 
point decrease in the proportion of white youths employed, after con- 
trolling for aggregate year effects that are included in the specification. 
The effect among nonwhite youths is somewhat less. Thus, aggregate 
economic activity, as indexed by the adult unemployment rate, has a 
substantial effect on youth employment, but demographic relationships 
seem unimportant. 
To  demonstrate the variation across states in the employment ex- 
periences of youths, we have shown in table 4.2 the estimated coeffi- 
cients on the state indicator variables, as well as the coefficients on 
the continuous variables.  For this purpose we have presented the or- 
dinary least squares estimates, since the lagged endogenous variable 
in the two-stage least squares specification changes the meaning of the 
state-specific estimates. The estimated state effects range from a low 
of 0.597 in New York to a high of 0.760 in South Dakota for whites, 
suggesting substantial differences among states in youth employment 
rates. For nonwhites, the variation in state effects is more dramatic, 
ranging from a low of 0.429 in Illinois to a high of 0.835 in Nevada. 
These effects are estimated with considerable precision. 
The year effects for whites are all positive, relative to 1972, reach- 
ing a high in 1979, with no apparent trend. For nonwhites, however, 
the year effects show a general downward trend reaching a high of 
-0.091  in  1982, relative to 1972. This result means that after con- 
trolling for state effects and the continuous variables, the proportion 
of  black  youths  employed  declined  by  almost 0.1 over the decade 
1972 to  1982. Thus these numbers reinforce the by now well-known 
observation that there has  been  a general decline over time  in  the 
employment ratio of black youths in the civilian labor market. This 
of  course has  not  been  true  in  the  military  sector,  as indicated in 
figures 4.2 and 4.3. 
The effect of  military hiring on youth employment in the civilian 
sector indicates that if military hiring were to decline, the employment 
position of black youths would be even worse. Or, in reverse, if military 
hiring were increased, the total number of black youths employed would 
also increase. If we refer back to figure 4.2 we can ask what the effect 
of military hiring was on these trends. The increase in the proportion 
of black youths in the military, however, reduced the number of black 
youths who otherwise would have been without employment. In 1972, 
approximately 7 percent of both black and white youths aged sixteen 
to twenty-four were in the military. After that, the proportion of white 
males in the military fell to about 4 percent by 1982, while the proportion 
of black males increased to close to 9 percent in 1980 and was somewhat 
over 7 percent in 1982. If the proportion of black youths in the military 
had also declined to 4 percent, then the proportion of  black youths 90  David T.  EllwoodDavid A. Wise 
Table 4.2  OLS Parameter Estimates for Youths 16 to 24, by Race 
Whites  Nonwhites 
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Table 4.2  (continued) 
Whites  Nonwhites 
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Note: Estimates are weighted by dp  where P  is the population aged 16 to 24. 
without work would have been about 3 percent higher in 1982 than it 
was, according to our estimates. 
The estimates in table 4.1 were obtained using state and year indi- 
cator variables, and the explanatory power of the equations comes 
largely from them. Indeed, the R2  value associated with the regression 
equations is close to 1.  It is informative, however, to consider the 
explanatory power of the continuous variables in the models. This can 
be done by entering the variables in deviation form as explained earlier. 
Then the state and year effects are differenced out. We have performed 
this for white youths. The resulting specification explains differences 
over time within states after controlling for aggregate year effects. The 
estimates of the parameters on the continuous variables are of course 
identical to those obtained using the dichotomous indicators. While the 
explanatory power of the resulting model is considerably lower than 
when the dichotomous variables are used, there still remains consid- 
erable explanatory power. The R2  value is 0.27, largely due to the strong 
relationship  between  the  adult  unemployment  rate  and  youth 
employment  .2 
4.3.2  Estimated Effects by Age Group and Sample 
We  also obtained ordinary least squares estimates of a model like 
the one described previously,  but for two age groups separately, 16 92  David T.  EllwoodDavid A. Wise 
to 19 and 20 to 24. The right-hand variables were the same as described 
in table 4.1, but the left-hand variable pertained to youths 16 to 19 in one 
case and 20 to 24 in another. These results are shown in the first column 
of table 4.3, along with the estimates for all youths 16 to 24 together. We 
have only shown here the results pertaining to the coefficients on mili- 
tary hiring. The bottom two numbers in the first column are the esti- 
mated military effects reproduced from table 4.1. 
The estimates in the last column of table 4.3 are analagous to those 
in the first,  but  are based  only on data for the years  1976-82.  We 
obtained estimates separately for these years because the Bureau of 
Labor Statistics youth employment data for these years was in general 
considered more accurate than data for prior years. The results from 
the two sets of estimates are very close. In part at least, the potential 
shortcomings of the data for the earlier years were mitigated by weight- 
ing the observations by the youth population. Most of the uncertainty 
about data from the earlier years is the result of relatively small sample 
sizes in some states. Estimates based only on the largest fifteen states 
but using all years led to results very close to those reported in table 
4.3, but we have not shown them here. 
For whites, the estimates for the 16-to-19  and the 20-to-24 age groups 
are both very close to the estimates based on the age groups treated 
together. For nonwhites, however, the estimates differ somewhat be- 
tween the age groups, although in neither case is the parameter estimate 
significantly different from zero by standard criteria. Although we have 
not obtained two-stage least squares estimates by age group, the con- 
sistency of  ordinary least squares estimates by age group leads us to 
believe that the relative difference between ordinary least squares and 
two-stage least squares estimates would be  similar to that  shown in 
table 4.1. 
Table 4.3  OLS Estimated Effects of Military Hiring on Civilian Employment 
by Age Group, Race, and Sample 
~ 
Age Group  All Years  Years  1976-82 
and Race  and All States  and All States 
16- 19 
White  -0.92  (0.27)  -  1.06 (0.34) 
Nonwhite  0.32 (0.33)  0.29 (0.37) 
White  -0.94  (0.20)  -  ,091 (0.26) 
Nonwhite  -0.52  (0.28)  -0.38  (0.37) 
White  -0.91  (0.19)  -0.94  (0.24) 
Nonwhite  -0.10  (0.24)  0.02 (0.29) 
20-24 
16-24 
Note:  Using vp  as weight. 93  Military Hiring and Youth Employment 
4.3.3  The Effect of Military Hiring of White Youths on the Civilian 
Employment of Black Youths 
It seems plausible that the civilian employment of  black youths in 
particular could be affected by the military hiring of white youths. That 
is, one can imagine that if  a large enough proportion of white youths 
were taken out of the civilian labor market, it could be easier for black 
youths remaining in this market to find jobs. Thus it is possible that 
military hiring of white youths could lead to increased employment of 
black  youths in the civilian sector. To  estimate any such effect, we 
have incorporated into the estimates for black youths the number of 
white  youths in the military. To  motivate a specification,  we  use  a 
specification analagous to the one presented above for each race sep- 
arately. That is, we begin with an identity, but in this case we need to 
distinguish white and black youths. Equation (4)  represents the distri- 
bution of the population of youths among those employed in the civilian 
sector, those in the military, and those not employed, with the subscript 
w indicating white youth and subscript b indicating black youth. 
Notice that the last relationship in equation (4)  shows the proportion 
of black youths employed as identically equal to terms involving the 
proportion of white to nonwhite youth populations, military employ- 
ment of white youths, military employment of black youths, and a term 
in brackets that represents the civilian employment of  white youths 
plus the number of white and nonwhite youths who are not working. 
To develop a probablistic model, we assume that this term in brackets 
would be affected by each of the last three terms, without attempting 
to determine the separate effect on each of the terms individually. For 
convenience we let the term in brackets be represented by 
Now specify D  over E as 
D  Mb  Mw  -  = a,-  + a2-  + a3pw  + Xb + S + T+  e,  (5)  P  pb  Pb  Pb 94  David T.  EllwoodDavid A. Wise 
where e is a random disturbance term and the other parameters are 
defined analogous to those in equations (2) and (3) above. If  we sub- 
stitute equation (5)  into the last identity in equation (4), we obtain 
MW  pw  - (1 + u2)-  -  (1 - uJ-  + e 
pb  Pb 
This equation is analagous to equation (3) above except that it includes 
the ratio of  white youths in the military to the nonwhite youth popu- 
lation and the ratio of white to black youth populations. 
We  have estimated several variants of  this specification,  allowing 
different interactions of  Pw/pb  with MwIPb.  That is, we have allowed 
the effect of white military employment to depend on the ratio of white 
to black youths in the population. The results of  three specifications 
are summarized in table 4.4. Only the parameters estimates on the last 
three variables in equation (6) and an interaction term are reported. It 
should be  clear from these estimates that the effect of  military em- 
ployment of  white youths on black youth employment in  the civilian 
sector is essentially zero. And analagous to the results above, we find 
essentially no reduction in black youth employment with military hiring 
of  black  youths.  If  we  note that the ratio of  white youths  to black 
youths in our sample is 8.94, we can calculate using the estimates in 
columns (2) and (3) of  table 4.4 the effect of military hiring of  white 
youths on black employment. This calculation based on the estimates 
in column (2) is  -0.079  and based on the estimates in column (3) is 
Table 4.4  OLS Parameter Estimates: Military Hiring of White Youths versus 
Civilian Employment of Black Youths 
Specification 
Mb.16-2dPb,16-24  -0.319 
Mw,16-24/pb,  16-24  -0.017 
(0.042) 
pw,16-24/pb. 16-24  0.005 
(0.003) 
(0.281) 
(Mw, 16-2dpb,  16-24] 
X(Pw.l6-24/Pb.I6-24)  - 
-0.020  0.025 
(0.313)  (0.297) 
-0.101  -0.099 
(0.058)  (0.058) 
0.001  - 
(0.003) 
0.002  0.003 
(0.001)  (0.001) 95  Military Hiring and Youth Employment 
-0.066.  Thus we find essentially no effect of white youths in the mil- 
itary on black civilian employment. 
4.4  Conclusions 
We  have estimated the effect of  military  hiring of  youths on the 
civilian employment of youths. The estimates are based on a cross- 
section time series variance components analysis. According to our 
estimates, if a black youth is hired by the military, the total number of 
black youths employed is essentially increased by one. There is es- 
sentially  no offset  in the number of  black  youths  employed in the 
civilian sector. Thus we conclude that for black youths, military em- 
ployment contributes very substantially to the total number of black 
youths employed; iffewer black youths were hired by the military, the 
employment picture for black youths would be even worse than it is. 
In particular, the increasing proportion of black youths in the military, 
relative to the proportion of white youths since 1972, has resulted in 
many more black youths being employed than would have been em- 
ployed had the proportion of black youths in the military paralleled the 
declining proportion of white youths since 1972. The results for white 
youths are somewhat more ambiguous.  The weight of the evidence 
suggests that military hiring of white youths is partially offset by re- 
duced employment of white youths in the civilian sector, but that the 
offset is considerably less than  one and may  be closer to zero.  In 
summary, there may be some reduction in the civilian employment of 
white youths when more white youths are hired into the military, but 
we can identify no reduction in the civilian employment of black youths 
when military hiring of black youths is increased. 
Notes 
1.  The data is also broken down by sex, education, education  level, and 
several other demographic characteristics. 
2. For black youths,  the explanatory power of the resulting model is less. 
This is in part because the adult unemployment rate bears a weaker relationship 
to black  youth  employment.  In addition,  because of  smaller  sample  sizes, 
individual state and year employment-to-population ratios are estimated with 
considerably more error for nonwhite than for white youths. Thus the residual 
variance is greater in part for this reason. The standard error of the estimate 
(the estimated variance of e in equation 3) for nonwhites is almost four times 
as large as for whites. This Page Intentionally Left Blank